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About Consumer Focus Post

Who we are?

Consumer Focus Post is the postal consumer champion in Northern Ireland. Through
campaigning, advocacy and research, Consumer Focus Post works to ensure a fair deal
for all postal consumers in Northern Ireland.

Consumer Focus Post is part of the larger Consumer Focus organisation, which is a non-
departmental public body of the Department of Business, Innovation and Skills (BIS),
created by the Consumer Estate Agents and Redress Act 2007. Consumer Focus was
formed through the merger of three organisations — energywatch, Postwatch and the
National Consumer Council.

What are our goals?

Consumer Focus Post has four strategic goals, which form the basis of our campaigning
to help reduce consumer detriment for all postal consumers in Northern Ireland.

Access — to ensure postal consumers in Northern Ireland have reasonable access to
mail and post office services

Service — to engage with postal operators to improve the quality, reliability and efficiency
of their postal service

Value — to ensure consumers receive a quality postal service which represents value for
money

Sustainability — to work towards the sustainability of Northern Ireland’s mail and post
office service
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Aim of report

In June 2008, the lack of information on cross-border mail performance and the
increasing importance of cross-border trade to the Northern Ireland economy prompted
our predecessor body Postwatch Northern Ireland to commission Ipsos MORI to carry out
a mail survey to measure the performance of mail from the Republic of Ireland to
Northern Ireland. Building on this research, Consumer Focus Post believed it was
important to investigate fully all aspects of the cross-border mail performance.
Consequently, we commissioned Ipsos MORI to carry out further research, the results of
which are contained in the full report entitled ‘Improving mail services between Northern
Ireland and the Republic of Ireland’, which can be obtained from
www.consumerfocus.org.uk-post.

This report, a companion document to the Ipsos MORI report:
. explains the context of the research

. discusses the main findings of the Ipsos MORI research and draws
conclusions

- makes recommendations for improving the performance of the standard mail
service between Northern Ireland and the Republic of Ireland

By publishing the full Ipsos MORI report together with this companion report, Consumer
Focus Post hopes to initiate discussions between the major stakeholders within the
industry, including Royal Mail, An Post, ComReg and Postcomm. It is our intention also to
share these findings with all other interested parties to ensure that improvements to the
cross-border mail services are implemented for the benefit of all postal consumers in
Northern Ireland.
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Headline findings

Mail plays an important role in the social and economic life
of Northern Ireland. This report outlines and explores the
findings of research commissioned on cross-border mail
services between Northern Ireland and the Republic

of Ireland.

One in eight (13%) consumers and two in three Northern Ireland businesses
(68%) send post to the Republic of Ireland regularly, with almost half (45%) of
cross-border business mailers stating that this is an essential service for their
business

The cross-border mail service exceeds the EU performance target of delivery
of 85% of mail within three days of posting, in both directions

Northern Ireland consumers believe the cross-border mail service is solid and
consistent, with four in five (79%) consumers and two in three (65%)
businesses rating the service as ‘good’. However, consumers made clear that
they expect significant improvements to this service in order to meet their
changing needs. In particular they say they need a more efficient and cost-
effective cross-border mail service

Consumers have stated that they would find a two day delivery time-frame for
the delivery of cross-border mail more acceptable. Our results have found that
almost one-quarter (23%) of all mail sent from Northern Ireland to the Republic
of Ireland is not delivered within the average acceptable delivery time of two
days

Reliability of the cross-border service was rated positively — 85% of consumers
and 75% of businesses rate the cross-border service as good

Awareness among Northern Ireland consumers of the need to use an EU
interstate stamp to send post from Northern Ireland to the Republic of Ireland
is low, with half of businesses (48%) and three in four (72%) consumers not
familiar with the correct tariff

A large majority (87%) of consumers, considered it unsatisfactory that mail to
the Republic of Ireland is more expensive than mail within the United Kingdom
and 77% suggest that tariffs should be the same

A quarter (27%) of all consumers interviewed and 17% of businesses in
Northern Ireland with business contacts in the Republic of Ireland have taken
post destined for the south of Ireland across the border to be sent within the
Republic. Cost, perceived faster delivery times, convenience and reliability are
the main reasons for doing so

Although the vast majority of businesses in Northern Ireland rely on Royal Mail
for their cross-border mail services, a significant percentage (29%) of these
businesses also use alternative courier services, in particular DHL, TNT and
Fast Way

Our recommendations to deal with the areas of concern demonstrated by our research
findings are set out later in this report.

Cross-border post



Introduction

‘Consumer Focus Post believes the performance and value for money of the
cross-border postal service between Northern Ireland and the Republic of
Ireland, should be improved to reflect the changing demands of today’s
postal consumer and the growing importance of cross-border trade to the
Northern Ireland economy.’

Importance of mail

The postal service remains an important means of communication for both social and
business consumers in Northern Ireland. All of us come into contact with it virtually every
day and for all businesses, especially small and medium enterprises, it is a vital means of
contact with suppliers and customers. Despite the downturn in both transactional mail*
and social mail® due to the digital revolution, mail remains an important form of
communication for many consumers.

Business mail

The success of many Northern Ireland businesses, and indeed the Northern Ireland
economy, depends to a considerable extent on an efficient and reliable cross-border
postal service. Many companies and organisations depend on it for their communication
and business needs: attracting consumers, invoicing, supplying goods and receiving
income. Our research has shown that two out of three businesses in Northern Ireland
send post to the Republic of Ireland regularly and almost half of these consumers rate
this as an essential element of their business. The growing success of cross-border trade
in consolidating and developing the Northern Ireland economy is evident in recent years.
Among Northern Ireland businesses which trade throughout Ireland, cross-border trade
accounted for one quarter of their turnover, compared to 17 per cent among businesses
located in the Republic of Ireland®. This scale of cross-border business is also reflected in
the volumes of mail processed by Royal Mail in both directions. Royal Mail estimate that
in 2008/09, 7.8 million items a year were posted from Northern Ireland to the Republic of
Ireland and 10.6 million a year were received from An Post for delivery in Northern
Ireland. This high volume of mail demonstrates the significance of this service to postal
consumers and the value of the cross-border postal service in underpinning trade links
between Northern Ireland and the Republic of Ireland. Cross-border trade has more than
doubled in the past 10 years and the total value is estimated at over €2.8 billion*. Many
businesses expect this trend to increase over the next few years despite the current
economic climate.

! Mail generated by businesses conducting a financial transaction with consumers (eg credit card bills or bank
statements)

% Mail sent between residential consumers
? InterTrade Ireland Quarterly Business Monitor (Q4 January — March 2009)

* InterTrade Ireland — A simple guide to cross-border business (October 2009)
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Social mail

Social mail between the United Kingdom, in particular Northern Ireland, and the Republic
of Ireland is an important form of communication for many citizens. As well as social and
family connections at least 18,000 workers and 5,200 students cross the border every
day to work or study, with another 1.7 million crossing the border annually to shop or for
other purposes®. As well as shopping, many Northern Ireland consumers choose to use
services that are located in the Republic of Ireland, for example, banking services and
further education, and therefore an efficient and reliable cross-border postal service is
essential for communication with these organisations.

° http://www.borderpeople.info/index/about-bp.htm
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Background

Cross-border tariff

Northern Ireland postal consumers enjoy the benefits of Royal Mail’s Universal Service
Obligation. Under this statutory obligation, consumers in the United Kingdom pay a
uniform tariff for sending a letter between any two points within the United Kingdom,
regardless of distance. However, since Northern Ireland is part of the United Kingdom
and the Republic of Ireland is a separate state within the European Union (EU), posting a
standard letter from Northern Ireland to the Republic of Ireland is categorised as an
‘Airmail Service’ within the EU, by the primary United Kingdom postal operator Royal
Mail. We are aware that much confusion exists for Northern Ireland consumers around
the tariff for cross-border mail, with a large proportion of consumers unaware of the
correct tariff to apply to their mailing items. The price Royal Mail charge for a standard
letter from Northern Ireland to the Republic of Ireland, or indeed to anywhere within the
EU, is 56p (for a letter up to 20 grams). In contrast to this, An Post operates an ‘all-
Ireland’ inland rate for mail, which distinguishes Northern Ireland from the rest of the
United Kingdom, charging standard letters (up to 100 grams) from the Republic of Ireland
to Northern Ireland at €0.55, and letters to England, Scotland and Wales at the full EU
interstate price of €0.82.

Typically, interstate tariffs applied by postal operators throughout Europe have a broadly
similar pricing structure to that of Royal Mail's — that is, postal tariffs fall into three
categories Domestic, Europe and Rest of World. However, there are examples (such as
the Slovak and Czech Republics and the Nordic states) where preferential tariffs have
been agreed between postal operators of neighbouring states.

Cross-border mail logistics

Although Royal Mail classifies their standard priority postal service to the Republic of
Ireland as an Airmail service, the practical logistics of the transfer of this mail differ from
what the service title may suggest. Mail posted in Northern Ireland is transported from the
Belfast Mail Centre by a Royal Mail vehicle to the Dublin Mail Centre and then distributed
across the Republic of Ireland by An Post personnel. Unlike Royal Mail, An Post only
guarantees delivery five days per week (Monday to Friday). This is permitted under the
EC Regulation 4(3) (a), which states that the universal service provider is required to
provide one delivery per day not less than five days a week (Monday to Friday).
Therefore, as no deliveries take place in the Republic of Ireland on Saturdays, the
transfer of mail from Belfast to the Dublin Mail Centre only takes place between Sundays
and Thursdays.

Performance standards

Standards of service are an essential element of an efficient postal system. For domestic
mail within the United Kingdom, Royal Mail is obliged to meet a stringent set of
performance targets under their licence agreement. Failure to meet these can result in
Postcomm (the UK Postal Regulator) imposing a financial penalty upon Royal Mail. For
European mail, including mail between the United Kingdom and the Republic of Ireland,
an EU postal Directive states that the quality standard for intra-community cross-border
mail requires that:
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. 85% of mail items will be delivered within D (date of posting) + three days
o 97% of mail will be delivered within D (date of posting) + five days

Nearly all European countries conform to the standards for cross-border mail set in the
Directive. Five countries (Austria, Belgium, Estonia, Latvia and Malta) have set standards
that are higher than those of the Directive, while one country (Bulgaria) has set standards
that are below the requirement of the Directive®.

However, no formal standards of service are required by the United Kingdom or Republic
of Ireland regulators of either postal operator (Royal Mail or An Post) to measure the bi-
lateral performance of standard mail between Northern Ireland and the Republic of
Ireland specifically. Consequently, while the postal operators themselves may compile
performance statistics for their own confidential commercial use, no such performance
figures are produced, and independently audited, for public information. The research
which we commissioned Ipsos MORI to carry out is intended to go some way to fill this
information gap.

Competition and alternative postal operators

Although Royal Malil is regarded as the main postal operator for most Northern Ireland
consumers of cross-border mail, both licensed and unlicensed postal operators are
permitted under the Postal Services Act 2000 (postal licence exemptions’) to handle
outgoing international mail, including mail between Northern Ireland and the Republic of
Ireland. There are a small number of postal operators who carry mail throughout the
island of Ireland, either through their own delivery network or through an access
agreement with An Post. Although competition can bring increased choice and reduced
costs, these alternative postal operators tend to concentrate on the high volume business
mailers, and the benefits of competition do not currently reach the social mail consumer.

Cross-border initiatives

In recent years cross-border communications generally have been under review.
Northern Ireland’s Communications Regulator (Ofcom) and the Irish Commission for
Communications Regulation (ComReg) set up a Joint Working Group in April 2004 to
explore solutions to problems that affect telecommunication users in both Northern
Ireland and the Republic of Ireland. These included mobile phone roaming charges and
the potential for joint provision of all-island spectrum licences. Ofcom report that, since
the establishment of the Joint Working Group, much progress has been made in
improving mobile coverage in border areas and an increased range of new tariff options
has been launched by providers®.

Another relevant area where cross-border service providers and regulators have worked
together for improved services and the economic benefit of consumers is the All-Island
Project, a joint initiative by Northern Ireland Authority for Utility Regulation (NIAUR) and
the Commission for Energy Regulation (CER) in the Irish Republic. The project has now
created a single electricity market on the island of Ireland and natural gas is due to follow
shortly.

These initiatives may offer some lessons for improving the mail infrastructure between
Northern Ireland and the Republic of Ireland.

6 European Commission Sector Studies — Main developments in the postal sector (2006-2008) — (Ecorys —
September 2008)

! http://www.psc.gov.uk/postal-licences-and-operators/the-licensing-application-procedure/exemptions.html
8 http://www.ofcom.org.uk/media/news/2006/10/nr_20061010
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Methodology

The research process involved four main elements which included, firstly:

. amailing exercise commissioned in June 2008 by our predecessor body
Postwatch (Northern Ireland), carried out by Ipsos MORI, to assess the
performance of standard mail sent from the Republic of Ireland to Northern
Ireland

Ipsos MORI successfully tendered in 2009 to undertake the following complementary
research to provide a comprehensive overview of the cross-border mailing service
between Northern Ireland and the Republic of Ireland. This research, with the following
three elements, took place between June and September 2009:

. amailing exercise to test delivery times from Northern Ireland to the Republic
of Ireland

. telephone surveys among, firstly, Northern Ireland consumers residing in
border areas®, and secondly, small and medium businesses across Northern
Ireland, in order to assess the usage and satisfaction with the cross-border
mail service

- in-depth interviews with a small sample of Logistics Managers and Financial
Managers of small and medium businesses across Northern Ireland to gain
deeper insights into the relevant issues from a business point of view

° Border areas — interviews took place in Londonderry/Derry, Strabane, Fermanagh, Dungannon, Armagh
and Newry and Mourne
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Summary of findings

Cross-border mail usage and relevance

For a large number of people living in border areas cross-border mail is an important
means of communication, with one in eight (13 per cent) sending post to the Republic
regularly. Sending and receiving post cross-border is highly correlated, suggesting that
social mail is widely used to keep in touch with contacts in the Republic of Ireland.

Two in three businesses (68 per cent) in Northern Ireland send post to the Republic of
Ireland. The majority (85 per cent) state that cross-border mail is at least ‘fairly important’
to their business with almost half (45 per cent) saying that it is ‘essential’ for them.

Overall satisfaction with cross-border mail service

Our research suggests that overall the cross-border mail service provided to Northern
Ireland consumers is solid and consistent, with four in five (79 per cent) consumers and
two in three (65 per cent) businesses rating the service as ‘good’. But consistency alone
is insufficient to meet the demands of today’s postal consumers.

Postal consumers have outlined that they expect improvements to this service. In
particular they say they need a more efficient, reliable and cost-effective cross-border
mail service. Each of these service aspects is considered below.

Delivery time

Our survey showed that delivery times between Northern Ireland and the Republic of
Ireland average 2.15 weekdays, which is almost identical to the average delivery time
measured in the cross-border exercise from the Republic of Ireland to Northern Ireland
undertaken in 2008 (2.16 weekdays).

While there is a sizeable gap between what businesses and consumers consider to be an
acceptable delivery time (two days) and what they perceive the delivery time to be (three
days), when measured the actual delivery time (2.15 days) tends, at least on average, to
meet expectations. However, it is worth noting that almost one quarter (23 per cent) of all
mail sent from Northern Ireland to the Republic of Ireland is not delivered within the
average acceptable delivery time of two days.

The day of posting has the biggest impact on delivery times of cross-border post. Due to
collections and sorting occurring on Saturdays in Northern Ireland, post sent between
Thursday and Saturday reaches its destination in the Republic in fewer working days than
post sent between Monday and Wednesday.

Reliability

Reliability of the cross-border service was rated positively — 85 per cent of consumers
and 75 per cent of businesses rate the cross-border service as good.

What we can conclude is that as reliability is rated highly, there seem to be relatively few
concerns about mail not reaching its destination. However, as outlined above, the degree
to which consumers and businesses trust mail to be delivered in a certain acceptable
timeframe is much lower, with 23 per cent of mail not delivered within the average
acceptable time of two days.
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Cost and value for money

Awareness among Northern Ireland consumers of the need to use an EU interstate
stamp to send post from Northern Ireland to the Republic of Ireland is low, with half of
businesses (48 per cent) and three in four (72 per cent) consumers not familiar with the
correct tariff.

When advised of the correct tariff, two in five social consumers consider that the service
provides unsatisfactory value for money, and that this is the weakest of Royal Mail’s
service dimensions. For the majority (87 per cent) of consumers, it is considered
unsatisfactory that mail to the Republic of Ireland is more expensive than mail within the
United Kingdom and 77 per cent suggest that tariffs should be the same.

During the in depth interviews several businesses suggested that a uniform all-Ireland
rate for internal and cross-border mail should be implemented which could be more
competitively priced than the EU rate because of the proximity of the two jurisdictions, the
relatively small geographical area concerned and because surface mail rather than air
mail is used to transport the post.

Cross-border posting and other options

A quarter (27 per cent) of all consumers interviewed and 17 per cent of small and
medium enterprises (SMESs) in Northern Ireland with business contacts in the Republic of
Ireland have taken post for the Republic across the border to be sent within the Republic.
Cost, perceived faster delivery times, convenience and reliability are the main reasons for
doing so. Some businesses suggested that improvements to the cross-border mail
service in these areas would reduce the need for them to cross the border to post mail.

Although the vast majority of SMEs in Northern Ireland rely on Royal Mail for their cross-
border mail services, a significant percentage (29 per cent) of these businesses also use
alternative courier services, in particular DHL, TNT and Fast Way.
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Conclusions

Our research demonstrates the importance of cross-border mail for all postal
consumers in Northern Ireland. Even with the rise in digital media, post remains a
relevant mode of communication for business and social consumers. With the increase in
cross-border mobility and the level of ‘frontier workers’*® moving between Northern
Ireland and the Republic of Ireland, growing numbers of consumers have social, family
and business connections in the Republic of Ireland. The increasing cross-border trade is
also heavily reliant on an efficient and reliable postal service, to ensure businesses not
only communicate efficiently with their existing consumers and suppliers, but can also
identify new markets and increase sales.

Although we commend Royal Mail and its partner An Post on the relatively high level of
satisfaction with the cross-border mail service, we feel there is no room for complacency.
Our research demonstrates that customers are not only demanding improvements to this
service, but are also switching to various alternatives to standard cross-border mailing,
in order to meet their more complex needs. Over recent years the increased number of
courier services should be a worrying development for Royal Mail, as this type of mail is
generally the most profitable. It also highlights the growing need for Royal Mail to not only
be more active in promoting their tracked premium cross-border mail products like Airsure
and International Signed For, but to consider developing a guaranteed next-day service,
similar to the Special Delivery service used in the UK.

Despite the high level of satisfaction with the cross-border mail performance, consumers
have identified a number of weaknesses. A major information gap exists for both
business and social consumers on several aspects of cross-border mailing, in particular:

¢ the identification of the correct stamp duty
e delivery time expectation
e the scope of alternative, time-sensitive services offered

It is disappointing that Royal Mail is not providing more and better information to their
consumers on the services they offer, and that consumers are using incorrect postage or
posting without a clear understanding of when their item will arrive. This uncertainty may
encourage consumers to use alternative forms of communication or other postal
operators.

Speed of delivery was another factor which consumers felt could be considerably
improved. While it is reassuring to see that the speed of delivery of the cross-border mail
service is almost identical in both directions — given the relatively small area concerned,
the volume of mail movement and the sophistication of the two postal operators involved
— it is hardly a performance to be lauded that a letter from, say, Londonderry/Derry to
Letterkenny will take, on average, more than two days to reach its destination. Indeed, it
is worrying that our survey indicates that almost one-quarter of cross-border mail falls
short of the consumers’ expectations of an acceptable delivery time of two days. This is a
clear indication that consumers want to see a much more efficient cross-border service.

% Under European Union regulations a frontier worker can be defined as someone who lives in one member
state and works in another, returning home at least once a week
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Value for money was considered by customers to be one of the weakest aspects of the
cross-border mail service. For all United Kingdom postal consumers, posting items to the
Republic of Ireland is charged at the standard EU interstate tariff. This means that United
Kingdom consumers pay the same price for posting to the Republic of Ireland as they do
for posting to the furthest Eastern European countries. Despite the closeness of the
Republic of Ireland to that part of the United Kingdom which is Northern Ireland, the
cross-border mail service is more expensive than the intra-United Kingdom USO postal
service covering, in many cases, much greater distances and a sea crossing, and it does
not deliver post as quickly.

In the longer term we see the opportunity under the EU Directive on postal competition
for a range of alternative cross-border service options being developed. This could, for
example, involve either Royal Mail or An Post providing a full end-to-end service on both
sides of the border. Alternatively, other postal operators may seek to enter the market
and provide end-to-end services or negotiate access agreements on delivery with either
Royal Mail on the one hand, or An Post on the other. We recognise, however, that
improvements to the cross-border mail service in the short term are likely to emerge from
Royal Mail and An Post improving the existing service as set out below.

Cross-border post 14



Recommendations

Our report explains the value Northern Ireland postal consumers place on an efficient and
reliable postal service. However, with the steady migration to other forms of
communication such as email and mobile telephones, and to other niche postal
operators, we consider it to be essential that Royal Mail review their standard cross-
border mail service so it better matches the needs and expectations of today’s postal
consumer.

Consumer Focus Post makes the following recommendations to promote the
improvement of the standard mail service between Northern Ireland and the Republic of
Ireland. We recognise that as a cross-border service this will involve the co-operation of a
number of organisations, so we have outlined below the recommendations for the
organisations jointly and separately.

Royal Mail

Consumer awareness of tariff and service performance

Royal Mail should undertake a marketing review of their cross-border mail service, which
will aim to ensure that consumers using the cross-border mail service are fully informed
about the correct stamp duty, delivery time expectation and Royal Mail’s international
tracked and signature services.

We also recommend that Royal Mail should consider making the standard EU interstate
stamps more readily available to postal consumers throughout the United Kingdom,
especially in Northern Ireland, for example, in local newsagents and village stores,
alongside standard first and second class stamps.

Royal Mail and An Post

Postal operators strategic alliances

In order to improve the performance of cross-border mail, we would suggest that Royal
Mail and An Post form a closer, strategic alliance. This alliance should ensure that the
performance of the cross-border service is continuously monitored and that the two postal
operators constantly seek to improve all aspects of this service for the benefit of the
cross-border postal consumer. We would recommend that the strategic alliance look at
delivery performance standards, logistics and the development of a next-day guaranteed
service for cross-border mail, in particular.

Establish delivery performance standards

We are aware that there are no formal service standards to measure the
performance of mail between Northern Ireland and the Republic of Ireland. In
order to secure a more efficient cross-border service for postal consumers as both
senders and receivers of mail, Royal Mail and An Post should work with
Postcomm and ComReg to establish common ‘end-to-end’ performance
standards for mail between Northern Ireland and the Republic of Ireland, which
are reflective of an efficient cross-border mail service. Consumer Focus Post
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would expect Royal Mail and An Post to publish these agreed delivery standards
to manage expectations of all cross-border mailers.

Review of logistics

Royal Mail and An Post should jointly undertake a full review of their current
logistical arrangements for cross-border mail. While our focus here is on mail
between Northern Ireland and the Republic of Ireland, the review should also
consider the logistics of mail between all areas of the United Kingdom and the
Republic of Ireland. This review should be carried out with a view to improving the
speed of delivery between Northern Ireland and the Republic of Ireland so that
standard mail does not exceed the ‘acceptable’ delivery time of two days.

Next-day guaranteed service

Both postal operators should consider the development of a guaranteed next-day
service for all types of mail, ie letters and parcels, similar to that of the premium
Special Delivery product. This product should offer a guaranteed tracked service
which is competitively priced and widely available for both businesses and social
consumers.

Postcomm and ComReg

Postal regulator Joint Working Group

Following the success of the telecommunications Joint Working Group and the All-Island
Project of the Single Energy Market, Consumer Focus Post recommends that the postal
regulators, Postcomm and ComReg, seek to establish a Joint Working Group to explore
solutions to the problems revealed through our research. We would urge such a Joint
Working Group to seek, in particular, to:

. Establish, monitor, review and publish ‘end-to-end’ performance standards for
the mail service between the United Kingdom and the Republic of Ireland, with
a particular focus on cross-border mail to and from Northern Ireland. These
standards should be more reflective of, and appropriate to, the small
geographic area and proximity of Northern Ireland and the Republic than the
current EU standard; and also reflect the importance of a good cross-border
communications infrastructure in developing social ties and the economy of
Ireland, north and south

- Undertake a review of the current pricing structure of cross-border mail
between the United Kingdom and the Republic of Ireland. This review should
consider the argument for a more geographic and cost-reflective preferential
tariff between the two states, lower than the current EU preferential rates, in
line with examples elsewhere in the European Union
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